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FINANCIAL-COMPLIANCE  AUDITS 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  the  financial-compliance  audit  report  on  the  Great  Falls  Vocational- 
Technical  Center  for  fiscal  years  1987-88  and  1988-89.    The  center's  written  response 
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Summary  of  Recommendations 


The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  center's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


Recommendation  #4 


Recommendation  #5 


Recommendation  #6 


We  recommend  the  center  reimburse 
federal  student  financial  aid 
accounts  for  overawards  in  accor- 
dance with  federal  regulations 


Center  Response:    Partially  Concur.   See  page  33. 

We  recommend  the  center  establish 
procedures  to  estimate  cash  needs 
and  request  federal  funds  in  accor- 
dance with  federal  regulations 


Center  Response:   Concur.   See  page  33. 

We  recommend  the  center  implement 
a  refund/repayment  policy  that 
complies  with  federal  regulations 


Center  Response:   Concur.   See  page  33. 

We  recommend  the  center  establish 
procedures  to  segregate  cash 
receipts  functions  in  accordance 
with  state  policy 


10 


Center  Response:   Concur.   See  page  34. 

We  recommend  the  center  establish 

adequate  internal  controls  over 

fixed  assets 


11 


Center  Response:   Concur.   See  page  34. 
We  recommend  the  center: 


A. 


Record  Carl  Perkins  subgrant 
activity.  Pell  receivables, 
and  other  financial  activity 
in  compliance  with  state  law 
and  policy 


15 


Center  Response:   Concur.   See  page  34. 
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Summary  of  Recommendations 


B.  Revise  Pell  receivable  collection 
policies  and  turn  accounts  over 

to  the  U.S.  Department  of  Education 

after  making  reasonable  collection 

efforts 15 

Center  Response:   Concur.   See  page  34. 

C.  Establish  review  procedures  to 
ensure  the  center's  accounting 
records  comply  with  state  law 
and  policy,  and  federal  student 
financial  aid  reports  contain 

reliable  financial  data 15 

Center  Response:   Concur.   See  page  35. 

Recommendation  #7  We  recommend  the  center  use  federal 

administrative  cost  allowance  moneys 
to  offset  the  costs  of  administering 
financial  aid  programs  to  the  maximum 
extent  possible,  in  accordance  with 
state  law 16 

Center  Response:   Concur.   See  page  35. 
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Introduction 


Intniduction  and  Audit 
Objectives 


We  performed  a  financial-compliance  audit  of  the  Great  Falls 
Vocational-Technical  Center  for  the  two  fiscal  years  ended 
June  30,  1989.   Our  audit  objectives  were  to: 

1.  Determine  if  the  center  complied  with  applicable  state  and 
federal  laws  and  regulations. 

2.  Make  recommendations  for  improving  management  and 
internal  controls  of  the  center. 

3.  Determine  the  implementation  status  of  prior  audit  recom- 
mendations to  the  center. 

4.  Determine  if  the  center's  financial  schedules  for  the  two 
fiscal  years  ended  June  30,  1989,  present  fairly  the  results 
of  operations  and  changes  in  fund  balances  in  accordance 
with  state  accounting  law  and  policy. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report. 
Each  report  section  discloses  the  cost,  if  significant,  of 
implementing  the  recommendation.   Areas  of  concern  deemed 
not  to  have  a  significant  effect  on  the  successful  operations  of 
the  center  are  not  included  in  this  report,  but  have  been  com- 
municated to  center  management. 


Background 


Governance 


Official  state  designation  was  granted  to  the  center  in  1969 
when  the  State  Board  of  Education,  through  authorization 
granted  by  the  state  legislature,  created  the  existing  Montana 
Postsecondary  Vocational-Technical  Center  System.    At  that 
time  the  Great  Falls  School  District  had  established,  in  five 
different  locations  throughout  the  city,  postsecondary  programs 
offering  training  through  adult  education,  in  practical  nursing, 
dental  assistance,  and  food  services.    In  1971,  these  programs 
were  physically  consolidated  into  two  elementary  schools  and 
administered  as  the  Great  Falls  Vocational-Technical  Center. 
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Currently,  the  center  operates  in  a  building  which  was 
completed  in  1977. 

The  Superintendent  of  Public  Instruction  and  local  school 
districts  governed  the  postsecondary  vocational-technical  centers 
until  Chapter  658,  Laws  of  1987,  transferred  governance  to  the 
Board  of  Regents  of  Higher  Education,  effective  July  1,  1987. 
This  law  provided  for  a  two-year  transition  period  from  July  1, 
1987  to  June  30,  1989.   All  vocational-technical  center  directors 
became  state  employees  on  July  1,  1987.    All  other  center 
employees  continued  to  be  local  school  district  employees 
through  June  30,  1989,  and  became  state  employees  on  July  1, 
1989. 


Operations 


The  center  is  accredited  by  the  Commission  of  Colleges  of  the 
Northwest  Association  of  Schools  and  Colleges.   Approximately 
47  full-time  equivalent  faculty  and  staff  provide  instructional 
and  administrative  support  at  the  center.    During  the  audit 
period,  the  center  offered  instruction  in  22  programs  as  follows: 


1.  Bookkeeping-Accountant 

2.  Data  Entry  Specialist 

3.  Business  Management 

4.  Micro-Computer  Management 

5.  Word  Processor  Operator 

6.  Dental  Assistant 

7.  Nurse  Attendant/Orderly 

8.  Practical  Nurse 

9.  Respiratory  Technician 

10.  Emergency  Medical  Technician 

11.  General  Office  Assistant 

12.  Medical  Secretary 


13.  Word  Processing  Operator-Legal 

14.  Word  Processing  Operator- 
Medical 

15.  Dental  Receptionist 

16.  Auto  Body  Repair  &  Refinishing 

17.  Watchmaking  &  Jeuelry/Small 
Instrunent  Repair 

18.  Dinner  Cook/Food  Management 

19.  General  Office  Assistant 

20.  Respiratory  Therapy 

21.  Child  Care  Specialist/Nanny 

22.  Administrative  Assistant/ 
Secretary 


The  following  schedule  illustrates  the  number  of  full-time 
equivalent  (FTE)  students  enrolled  at  the  center  during  fiscal 
years  1987-88  and  1988-89. 
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Quarter 

Sunner 

Fall 

Uinter 

Spring 

Simmer 

Fall 

Uinter 

Spring 


Great  Falls  Vocational-Technical  Center 

Schedule  of  Full-Ti«e  Equivalent  (FTE)  Students 

For  the  Two  Fiscal  Years  Ended  June  30.  1989 


Fiscal 
Year 


1987-88 
1987-88 
1987-88 
1987-88 
1988-89 
1988-89 
1988-89 
1988-89 


Number  of 

Contact 

Calculated 

Students 

Hours 
53,822 

FTE   ' 

276 

161 

747 

141,439 

424 

627 

139,067 

417 

777 

145,832 

438 

351 

62,708 

188 

733 

151,194 

454 

641 

152,893 

459 

767 

157,643 

473 

•Reported  contact  hours  divided  by  333.33 


Compiled  by  the  Office  of  the  Legislative  Auditor 
from  the  center's  records. 
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Prior  Audit  Recommendations 


Prior  Audit 
Recommendations 


Our  office  performed  the  Great  Falls  Vocational-Technical 
Center  audit  for  the  two  fiscal  years  ended  June  30,  1987.   The 
prior  audit  report  contained  five  recommendations  which  are 
still  applicable  to  the  center's  operations.    The  center  concurred 
with  all  five  prior  recommendations.    The  center  implemented 
three,  partially  implemented  one,  and  did  not  implement  one  of 
the  prior  recommendations.   The  recommendation  partially 
implemented  relates  to  Pell  overpayments  and  the  recommen- 
dation not  implemented  relates  to  excess  federal  cash  balances. 
These  issues  are  again  addressed  in  this  report  beginning  on 
pages  5  and  7,  respectively. 
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Findings  and  Recommendations 


Federal  Compliance 


To  comply  with  federal  audit  requirements  our  report  discloses 
all  federal  compliance  issues  identified  during  the  audit.   These 
federal  compliance  issues  are  discussed  on  pages  5  through  8  of 
this  report.    During  the  audit  period,  the  center  participated  in 
the  following  federal  student  financial  aid  programs:    Pell 
Grants;  Stafford  Loans  (formerly  Guaranteed  Student  Loans); 
College  Work  Study  (CWS);  Supplemental  Educational  Oppor- 
tunity Grants  (SEOG);  and  State  Student  Incentive  Grants 
(SSIG).    In  addition  to  the  student  aid  programs,  the  center  also 
received  subgrants  through  the  Commissioner  of  Higher 
Education  (CHE)  from  the  federal  Vocational  Education  -  Basic 
Grants  to  States,  or  Carl  Perkins,  program. 


Financial  Aid  Overawards 


Federal  regulations  make  the  center  liable  for  any  federal 
student  financial  aid  overpayment  it  makes  if  the  overpayment 
occurred  because  the  center  did  not  follow  procedures  pre- 
scribed in  federal  regulations.   The  center  must  restore  funds 
used  for  such  overpayments  to  the  financial  aid  accounts,  even 
if  it  cannot  collect  the  overpayment  from  the  student.    During 
the  prior  audit,  we  noted  Pell  (Catalog  of  Federal  Domestic 
Assistance  [CFDA]  #84.063)  overpayments  resulting  from  the 
center's  noncompliance  with  federal  regulations. 


The  center  recalculated  student  financial  aid  awards  and 
overpayments  for  fiscal  years  1985-86  and  1986-87,  as  recom- 
mended in  our  prior  audit.   Center  personnel  determined  31 
students  received  overpayments  of  financial  aid.    Because 
federal  regulations  permit  overawards  up  to  $200  per  student  in 
all  programs  except  Pell  grants,  the  following  net  overawards  are 
the  amounts  which  should  be  reimbursed  to  the  financial  aid 
accounts. 
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Findings  and  Recommendations 


Type  of  Aid           Total  Overawards 

Net  Overawards 

Fiscal  Year  1985-86: 

CWS  (CFDA  #8^.033)            $2,469 

$1,287 

SEOG  (CFDA  I»a4.007)              2,426 

671 

SSIG  (CFDA  #84.069)               452 

100 

Pell  (CFDA  #84.063)              382 

382 

Total  for  Fiscal  Year  1985-86     $5,729 

$2,440 

Fiscal  Year  1986-87: 

Pell  (CFDA  #84.063)             2,038 

2,038 

Total                        $7,767 

$4,478 

Center  personnel  did  not  reimburse  the  financial  aid  accounts 
for  the  overawards  because  they  were  not  sure  what  procedures 
they  should  use  to  do  so.   Center  personnel  should  work  with 
Commissioner  of  Higher  Education  officials  and  the  Department 
of  Administration's  Accounting  and  Management  Support 
Division  to  reimburse  the  financial  aid  accounts  for  overawards. 


Recommendation  #t 

We  recommend  the  center  reimburse  federal  student 
financial  aid  accounts  for  overawards  in  accordance  with 
federal  regulations. 
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Findings  and  Recommendations 


Cash  Management  Federal  regulations  require  the  center  to  keep  the  minimum 

amount  of  cash  possible.   The  center  requests  cash  advances, 
through  an  electronic  transfer  system,  from  the  U.S.  Department 
of  Education  to  finance  its  student  financial  aid  disbursements. 
Federal  guidelines  indicate  that  institutions  receiving  funds 
through  this  system  should  keep  no  more  cash  than  they  plan  to 
disburse  within  five  working  days. 

We  noted  the  center  maintained  excess  cash  balances  in  student 
financial  aid  accounts  during  the  current  audit  period.   The 
center  exceeded  the  requirement  by  3,  to  over  30,  working  days 
in  the  three  months  tested.   For  example,  it  took  the  center 
approximately  14  working  days  to  fully  expend  a  $100,000  Pell 
(CFDA  #84.063)  advance  and  a  $4,720  SEOG  (CFDA  #84.007) 
advance,  and  over  30  working  days  to  fully  expend  a  $1,200 
CWS  (CFDA  #84.033)  advance.   The  amount  of  federal  cash 
requested  is  an  estimate  and  may  vary  due  to  changes  in 
anticipated  registration  and  withdrawals.    For  proper  federal 
cash  management,  the  center  should  plan  for  and  monitor 
financial  aid  disbursements  for  the  purpose  of  estimating  cash 
needs. 

Excess  federal  cash  was  an  issue  addressed  in  our  prior  audit 
report  of  the  center.   Center  personnel  indicated  that  recording 
the  transactions  on  the  state's  accounting  system,  which  must  be 
done  to  generate  the  warrants  disbursing  the  funds,  took  more 
than  five  days  during  the  current  audit  period.   This  accounts 
for  some,  but  not  all  of  the  excess  cash  balances.    Now  that  the 
state's  accounting  system  requires  on-line  entry  and  edit  of 
accounting  transactions,  transactions  may  be  processed  more 
quickly  than  possible  during  the  audit  period.   Center  personnel 
should  develop  procedures  to  better  manage  federal  cash  and  to 
ensure  disbursement  of  advanced  federal  funds  within  five 
working  days. 
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Findings  and  Recommendations 


Recommendation  #2 

We  recommend  the  center  establish  procedures  to  estimate 
cash  needs  and  request  federal  funds  in  accordance  with 
federal  regulations. 


Federal  Program  Review  In  January  1990,  a  federal  program  specialist  conducted  a 

review  of  the  center's  federal  student  financial  aid  programs  for 
the  1987-88,  1988-89,  and  1989-90  award  years.   The  issue 
resulting  from  the  review  which  is  still  not  resolved  by  the 
center  is  summarized  below. 

The  center  has  a  refund  policy  for  tuition  and  fees,  but  does  not 
have  a  refund  and/or  repayment  policy  for  overpayments  made 
to  federal  student  financial  aid  recipients.    Federal  regulations 
require  the  center  to  develop,  publish,  and  consistently  apply  a 
fair  and  equitable  refund  policy  for  students  who  withdraw, 
dropout,  or  are  expelled. 

Center  personnel  indicated  they  plan  to  implement  a 
refund/repayment  policy  that  complies  with  federal  regulations 
by  August  1,  1990,  in  conjunction  with  the  center's  change  from 
the  quarter  to  the  semester  system. 


Recommendation  #3 


We  recommend  the  center  implement  a  refund/repayment 
policy  that  complies  with  federal  regulations. 


Page  8 


Findings  and  Recommendations 


Cash  Controls  Center  personnel  processed  approximately  $230,000  and 

$250,000  in  cash  receipts  during  fiscal  years  1987-88  and  1988- 
89,  respectively,  from  the  center's  bookstore  and  food  service 
operations.   During  our  review  of  internal  controls  over  cash 
receipts,  we  noted  an  inadequate  segregation  of  duties  between 
center  personnel. 

Center  procedures  were  as  follows  during  the  audit  period: 

1.  Bookstore  and  food  service  operators  brought  cash  drawers 
and  cash  register  tapes  to  the  administrative  secretary. 

2.  The  administrative  secretary  agreed  amounts  from  the  cash 
drawers  to  the  cash  register  tapes,  then  entered  the  receipt 
amounts  in  a  journal. 

3.  The  administrative  secretary  gave  the  cash  receipts  and 
journals  to  the  accounting  clerk,  who  recounted  the  cash, 
agreed  the  cash  count  to  the  journal,  prepared  a  deposit 
slip,  deposited  the  receipts  at  the  bank,  and  prepared  a 
collection  report. 

4.  The  fiscal  officer  or  director  reviewed  and  signed  the 
hardcopy  collection  report,  until  the  center  began  trans- 
mitting accounting  transactions  electronically.   After  that, 
the  center  established  rules  for  processing  transactions  that 
allowed  the  accounting  clerk  to  process  a  collection  report 
without  obtaining  approval. 

The  accounting  clerk  could  adjust  journal  amounts,  take  cash, 
and  not  deposit  or  record  the  cash  under  the  center's  current 
system.    It  is  unlikely  that  this  situation  would  be  detected  by 
the  center. 

State  policy  requires  the  responsibilities  for  recordkeeping, 
authorization,  and  custodianship  of  cash  be  separated  if  feasible. 
In  processing  cash  collections,  a  plan  for  assigning  duties  to 
employees  should  be  prepared  whenever  sufficient  staff  is  avail- 
able to  achieve  a  separation  of  duties.   The  lack  of  an  adequate 
segregation  of  duties  weakens  controls  over  the  prevention  and 
discovery  of  errors  and  irregularities. 
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Center  personnel  indicated  it  was  most  convenient  for  duties 
regarding  cash  receipts  to  be  allocated  to  personnel  as  described 
above.   We  believe  a  more  effective  segregation  of  duties  is 
possible  using  the  same  personnel.    For  example,  the  accounting 
clerk  could  be  responsible  for  recordkeeping  functions,  the 
administrative  secretary  for  custodianship  (including  deposit  of 
cash  receipts),  and  the  fiscal  officer  for  reconciling  the 
accounting  records.   Section  2-1210.90  of  the  Montana  Opera- 
tions Manual  shows  an  example  of  an  employee  assignment  plan 
which  segregates  duties  in  this  manner. 


Recommendation  #4 

We  recommend  the  center  establish  procedures  to  segregate 
cash  receipts  functions  in  accordance  with  state  policy. 


Equipment  Controls  The  center  had  recorded  equipment  of  $1,159,253  on  its  fixed 

asset  records  at  June  30,  1989.   The  center  purchases  equipment 
with  federal  Carl  Perkins  (CFDA  #84.048)  funds  and  state 
funds.   The  following  paragraphs  discuss  our  concerns  with  the 
center's  controls  over  equipment. 

In  fiscal  year  1987-88,  instructors  responsible  for  custody  of 
equipment  performed  the  physical  count  of  equipment.   In  fiscal 
year  1988-89,  the  person  responsible  for  recording  the  center's 
equipment  on  the  property  records  performed  the  physical  count 
of  equipment  for  some  departments  and  instructors  took  the 
physical  count  for  other  departments.    Montana  Operations 
Manual  section  2-1710.42  states:   "In  no  event  shall  inventories 
be  exclusively  controlled  by  the  custodian  of  the  property 
records  or  the  person  to  whom  the  fixed  assets  have  been 
assigned." 

The  lack  of  segregation  between  custody  of  assets,  inventory 
counts,  and  recordkeeping  increases  the  possibility  of  undetected 
loss  or  theft  of  equipment.   Center  personnel  stated  they  were 
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not  aware  that  the  center's  equipment  inventory  count  pro- 
cedures resulted  in  an  inadequate  segregation  of  duties  over 
equipment.   Center  personnel  indicated  they  are  comfortable 
with  the  current  system  because  most  equipment  is  used  by  more 
than  one  instructor  each  day,  so  loss  of  equipment  would  be 
detected. 

We  believe  the  center  could  efficiently  implement  controls  to 
compensate  for  the  lack  of  adequate  segregation.    Examples  of 
the  type  of  controls  the  center  could  establish  would  be  to: 

1.  Have  employees  who  do  not  have  custody  of  the  fixed 
assets  perform  and  document  sample  test  counts. 

2.  Have  employees,  other  than  those  responsible  for  the 
equipment,  perform  the  entire  physical  inventory  count. 


Recommendation  #5 

We  recommend  the  center  establish  adequate  internal 
controls  over  fixed  assets. 


Accounting  Records  The  center's  financial  information  is  used  by  center  personnel. 

Commissioner  of  Higher  Education  officials,  and  legislators  to 
manage  and  establish  funding  levels  for  the  center.   The 
following  report  sections  discuss  instances  where  the  center's 
accounting  records  were  not  in  compliance  with  section  17-1- 
102(4),  MCA.   This  law  requires  state  agencies  to  maintain  their 
accounting  records  in  accordance  with  generally  accepted 
accounting  principles  (GAAP).   We  also  noted  instances  where 
the  center's  financial  activity  was  not  recorded  in  accordance 
with  state  accounting  policy.   The  recommendation  regarding 
these  issues  is  located  on  page  15. 
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Carl  Perkins  Subgrant  The  Office  of  the  Commissioner  of  Higher  Education  (CHE) 

subgranted  federal  Carl  Perkins  (CFDA  #84.048)  funds  of 
$145,312  and  $165,286  to  the  center  for  fiscal  years  1987-88  and 
1988-89,  respectively.   The  legislature  appropriated,  in  the 
Unrestricted  Subfund,  $122,210  and  $141,471  of  Carl  Perkins 
money  to  the  center  in  fiscal  years  1987-88  and  1988-89, 
respectively.   In  fiscal  years  1987-88  and  1988-89,  the  center 
recorded  Carl  Perkins  expenditures  for  projects  budgeted  in  the 
Unrestricted  Subfund  of  $121,702  and  $136,936.   The  center 
recorded  Carl  Perkins  money  received  for  projects  in  excess  of 
the  legislative  appropriation  in  the  Restricted  Subfund. 

Section  17-2-103,  MCA,  defines  the  uses  of  the  Unrestricted 
and  Restricted  Subfunds  as  follows: 

"The  unrestricted  subfund  segregates  that  portion  of 
the  current  fund's  financial  resources  that  can  be 
expended  for  general  operations  and  is  free  of  exter- 
nally imposed  restrictions,  except  those  imposed  by  the 
legislature." 

"The  restricted  subfund  segregates  that  portion  of  the 
current  fund's  financial  resources  that  can  be  expended 
for  general  operations  but  only  for  purposes  imposed 
by  sources  external  to  the  board  of  regents  and  the 
legislature." 

The  state  submits  a  plan  to  the  U.S.  Department  of  Education 
outlining  proposed  uses  for  Carl  Perkins  money  granted  to  the 
state  of  Montana.   The  U.S.  Department  of  Education  must 
approve  the  plan  before  any  Carl  Perkins  money  is  granted. 
Because  the  plan  contains  restrictions  on  the  use  of  the  money 
approved  by  a  source  external  to  the  state,  the  center  should 
record  all  Carl  Perkins  activity  in  the  Restricted  Subfund, 
except  for  that  portion  attributable  to  indirect  costs  which  is 
properly  recorded  in  the  Unrestricted  Subfund.   By  recording 
the  Carl  Perkins  activity  in  the  Unrestricted  Subfund,  the 
center's  financial  records  are  misstated  as  summarized  below. 
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Amount  of  Over(under)  Statement 


Subfund 

Account 

FY  1987-88 

FY  1988-89 

Unrestricted 

Transfers  In 

$  121,702 

Unrestricted 

Federal  Revenues 

$  136,936 

Unrestricted 

Indirect  Cost  Recoveries 

(9,163) 

(10,6A3) 

Unrestricted 

Expenditures 

112,539 

126,293 

Restricted 

Federal  Revenues 

(112,539) 

(126,293) 

Restricted 

Expenditures 

(112,539) 

(126,293) 

The  1987  and  1989  Legislatures  appropriated  Carl  Perkins 
federal  assistance  to  the  center  in  the  Unrestricted  Subfund. 
CHE  officials  indicated  that  conceptually  the  Carl  Perkins 
activity  should  be  in  the  Restricted  Subfund,  but  because  it  was 
appropriated  in  the  Unrestricted  Subfund  they  instructed  the 
center  to  record  the  activity  there,  up  to  the  amount 
appropriated. 


Pell  Receivables  Federal  regulations  require  institutions  that  disburse  Pell  grants 

(CFDA  #84.063)  to  make  a  reasonable  effort  to  collect  receiv- 
ables from  students.   At  June  30,  1989,  the  center  had  $12,769 
of  Pell  receivables  that  were  not  recorded  on  SBAS.    Although 
some  of  these  receivables  had  been  outstanding  for  four  years, 
the  center  had  not  referred  them  to  the  U.S.  Department  of 
Education  after  making  reasonable  collection  efforts,  as  required 
by  federal  regulations.   The  center's  policy  is  to  try  to  collect 
money  from  students  and  to  return  amounts  collected  to  the  U.S. 
Department  of  Education.   The  center  should  revise  its  Pell 
receivable  collection  policies  and  turn  uncollected  accounts  over 
to  the  U.S.  Department  of  Education  after  making  reasonable 
collection  efforts. 

Center  personnel  indicated  they  believe  the  Pell  refunds  due 
from  students  should  not  be  recorded  on  the  center's  records 
because  the  center  plans  to  turn  the  accounts  over  to  the  federal 
government.    Pell  refunds  due  are  valid  receivables  of  the  center 
because  the  center  has  an  obligation  to  recover  them  until  either 
the  students  repay  the  center  or  the  center  turns  the  accounts 
over  to  the  U.S.  Department  of  Education  for  collection. 
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Other  Accounting  Issues  Our  audit  disclosed  other  errors  where  the  center  did  not  apply 

accounting  procedures  in  accordance  with  the  state  GAAP  law 
or  state  policy.    In  addition,  federal  regulations  require 
institutional  recipients  of  Pell  funds  to  establish  and  maintain 
financial  records  that  reflect  all  program  transactions  in  accor- 
dance with  generally  accepted  accounting  principles,  and  to 
ensure  that  financial  reports  contain  reliable  financial  data.   The 
following  three  items  are  examples  of  the  types  of  problems  we 
noted. 

1.  The  center  accounts  for  all  financial  activity  relating  to 
student  government,  which  is  funded  by  revenue  from 
vending  machines  and  student  fees,  in  the  Agency  Fund. 
According  to  GAAP,  an  Agency  Fund  is  used  to  account 
for  the  resources  held  by  the  center  as  a  custodian  or  fiscal 
agent  for  individual  students,  faculty,  staff  members,  and 
organizations.   The  Designated  Subfund  is  used  to  account 
for  resources  that  are  internally  designated  by  the  governing 
board. 

Center  management  and  the  Board  of  Regents  exercise 
significant  control  by  establishing  policies  the  student 
government  must  follow.    Accordingly,  student  government 
activities  do  not  meet  the  criteria  of  an  Agency  Fund  and 
should  be  recorded  in  the  Designated  Subfund.   The  student 
government's  revenues  and  expenditures  for  fiscal  years 
1987-88  and  1988-89  are  approximately  $14,000  and 
$18,000,  respectively.   The  Designated  Subfund's  fund 
balance  is  understated  by  $7,812  at  June  30,  1989. 

2.  The  center  classified  all  State  Student  Incentive  Grant 
(CFDA  #84.069)  revenue  as  grants,  contracts,  donations, 
and  abandonments.    However,  $4,819  and  $5,026  of  this 
revenue  in  fiscal  years  1987-88  and  1988-89,  respectively, 
was  from  federal  sources  and  should  be  classified  as  federal 
revenue. 

3.  The  center  incorrectly  increased,  rather  than  decreased, 
deferred  revenue  in  the  Pell  (CFDA  #84.063)  accounting 
entity  at  fiscal  year-end  1988-89.    As  a  result,  deferred 
revenue  was  overstated  and  federal  revenue  was  understated 
by  $1,352  in  fiscal  year  1988-89.    Another  error  resulted  in 
an  understatement  of  $329  in  Pel!  revenue.   Center  person- 
nel reported  revenue  instead  of  expenditures  on  the  Pell 
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federal  financial  aid  report.    Therefore,  the  amount 
reported  for  Pell  disbursements  was  $1,681  less  than  the 
SBAS  figure  for  fiscal  year  1988-89. 

Center  personnel  involved  with  the  accounting  function  cited 
several  reasons  for  the  above  mistakes,  including  human  error. 
Center  personnel  also  indicated  they  were  aware  the  student 
government  financial  activity  needed  to  be  moved  to  the 
Designated  Subfund,  but  to  date  they  have  not  moved  the 
student  government  activity.   The  center's  review  of  the  federal 
financial  aid  report  did  not  include  a  verification  that  the 
amounts  reported  agreed  to  SBAS.   The  center  should  develop  a 
review  process  to  ensure  financial  activity  is  recorded  on  the 
center's  accounting  records  in  accordance  with  state  law  and 
policy.   The  center  should  also  ensure  federal  reports  contain 
reliable  financial  data. 


Recommendation  #6 


We  recommend  the  center: 


C 


Record  Carl  Perkins  subgrant  activity,  Pell  receiv- 
ables, and  other  financial  activity  in  compliance  with 
state  law  and  policy. 

Revise  Pell  receivable  collection  policies  and  turn 
accounts  over  to  the  U.S.  Department  of  Education 
after  making  reasonable  collection  efforts. 

Establish  review  procedures  to  ensure  the  center's 
accounting  records  comply  with  state  law  and  policy, 
and  federal  student  financial  aid  reports  contain 
reliable  financial  data. 


Use  or  Administrative 
Cost  Allowance 


The  center  receives  an  administrative  cost  allowance  of  5  per- 
cent of  expenditures  in  the  College  Work  Study  and  Supple- 
mental Educational  Opportunity  Grant  programs  and  a  set 
amount  for  each  Pell  grant  awarded.    At  June  30,  1989,  the 
center  had  a  $2,700  fund  balance  in  the  Restricted  Subfund 
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indicating  the  center  had  not  spent  all  of  the  administrative  cost 
moneys  received.   The  center's  receipts  of  administrative  cost 
allowance  moneys  exceeded  expenditures  recorded  in  the 
Restricted  Subfund  by  $1,402  in  fiscal  year  1988-89. 

Federal  regulations  require  the  institution  to  use  its  adminis- 
trative cost  allowance  to  offset  the  cost  of  administering 
financial  aid  programs.   We  believe  the  center  has  administrative 
costs  in  excess  of  the  federal  allowance  because  the  center 
recorded  financial  aid  office  expenditures  in  the  Unrestricted 
Subfund  in  each  fiscal  year.   Most  of  these  expenditures  are 
attributable  to  the  federal  programs;  however,  the  financial  aid 
office  also  administers  scholarships  and  other  nonfederal  finan- 
cial aid  programs. 

The  Unrestricted  Subfund  includes  moneys  appropriated  by  the 
legislature  from  the  state  General  Fund.    Center  personnel 
indicated  they  prefer  to  use  the  administrative  cost  allowance 
moneys  for  training,  rather  than  for  routine  administration  of 
financial  aid  programs.   By  not  spending  administrative  cost 
allowance  moneys  to  the  maximum  extent  possible,  the  center 
did  not  comply  with  section  20-16-204(2),  MCA,  which  requires 
vocational-technical  centers  to  apply  expenditures  against  non- 
General  Fund  money  wherever  possible   before  using  General 
Fund  appropriations. 

The  center  could  transfer  expenditures  from  the  Unrestricted 
Subfund  to  the  Restricted  Subfund  or  place  administrative  cost 
allowance  moneys  in  the  Unrestricted  Subfund.    Either  method 
could  result  in  an  Unrestricted  Subfund  reversion  to  the  state 
General  Fund. 


Recommendation  #7 

We  recommend  the  center  use  federal  administrative  cost 
allowance  moneys  to  offset  the  costs  of  administering 
financial  aid  programs  to  the  maximum  extent  possible,  in 
accordance  with  state  law. 
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Property  Ownership  Due  to  the  change  in  governance  discussed  on  page  1,  ownership 

of  the  land  and  buildings  where  the  center  operates  has  not  been 
settled.   As  of  June  30,  1989,  the  center  had  not  recorded  any 
land  and  buildings  on  its  accounting  records.   The  Great  Falls 
School  District  has  recorded  land  and  buildings  used  by  the 
center,  valued  at  $4.3  million  in  1987,  on  the  district's  account- 
ing records. 

The  center  operates  in  a  building  which  was  completed  in  1977. 
The  center's  building  was  financed  with  $2  million  of  state  and 
$2  million  of  local  funds.   The  center  has  outstanding  debt  on  its 
facility.    House  Bill  100  from  the  1989  Legislative  Session 
includes  an  appropriation  to  the  Board  of  Regents  (BOR)  for  the 
bond  payments  for  fiscal  years  1989-90  and  1990-91.   House 
Bill  100  states  the  appropriation  "may  not  be  expended  unless 
the  board  of  regents  obtains  a  contract  from  the  school  district 
that  ensures  that  the  state  of  Montana  will  receive  deed  to  the 
vocational-technical  center  facility  for  the  cost  of  retiring  the 
outstanding  bond."   To  date,  no  contract  has  been  received,  so 
no  payments  have  been  made  from  this  appropriation  for  the 
center. 

The  center's  bond  payment  was  also  included  in  Great  Falls' 
fiscal  year  1989-90  levy  amount  because  the  school  district  was 
not  sure  if  and  when  they  would  receive  a  payment  from  the 
state.   The  district  made  the  July  1989  interest  payment  and  the 
December  1989  principal  payment.    According  to  Great  Falls 
school  district  officials,  when  the  money  is  received  from  the 
state  it  will  be  put  into  the  secondary  bond  debt  account  and 
will  reduce  the  amount  the  district  will  have  to  levy  in  fiscal 
year  1990-91  for  bond  debt.    Assuming  the  contract  is  signed 
and  the  payments  are  received  from  the  state,  the  district  does 
not  intend  to  include  the  center's  bond  payment  in  the  fiscal 
year  1990-91  levy. 

The  center's  building  is  located  on  land  of  which  one-half  was 
transferred  from  the  College  of  Great  Falls  (CGF)  to  the  school 
district  and  one-half  was  purchased  by  the  school  district  in 
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1974.   Negotiations  to  transfer  the  land  to  the  BOR  were  ham- 
pered due  to  a  restrictive  covenant  which  was  part  of  the 
original  transfer  of  the  land  from  the  CGF.   The  CGF  interprets 
the  covenant  to  not  allow  the  center  to  offer  any  courses  for 
which  college  credit  may  subsequently  be  granted.   This  inter- 
pretation is  unacceptable  to  the  BOR,  and  as  of  December  15, 
1989,  the  BOR  is  no  longer  in  negotiation  with  the  CGF.   The 
BOR  plans  to  accomplish  the  transfer  of  the  land  and  building 
with  the  Great  Falls  School  District  under  the  BOR's  inter- 
pretation of  the  covenant  provisions. 

We  present  this  information  for  disclosure  purposes  only  and 
make  no  recommendation  at  this  time  pending  resolution  of  the 
ownership  interests. 
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Summary  of  Indepen-  The  financial  schedules  presented  on  pages  22  through  29  are 

dent  Aoditor's  Report  prepared  from  the  Statewide  Budgeting  and  Accounting  System 

without  adjustments  for  errors  noted  during  the  audit.   The 
following  independent  auditor's  report  issued  on  the  financial 
schedules  is  intended  to  convey  to  the  reader  the  degree  of 
reliance  which  can  be  placed  on  the  amounts  presented.   The 
unqualified  opinion  on  the  financial  schedules  indicates  the 
schedules  are  fairly  stated,  in  all  material  respects,  and  the 
reader  may  rely  on  the  reasonableness  of  the  information 
presented  on  these  schedules. 
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INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS; 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  financial  schedules  of  the  Great  Falls  Vocational- 
Technical  Center  for  each  of  the  two  fiscal  years  ended  June  30,  1988  and  1989, 
as  shown  on  pages  22  through  29.   These  financial  schedules  are  the  responsibility 
of  the  center's  management.   Our  responsibility  is  to  express  an  opinion  on  these 
financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing 
standards.   Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  financial  schedules  are  free  of  material 
misstatement.    An  audit  includes  examining,  on  a  test  basis,  evidence  supporting 
the  amounts  and  disclosures  in  the  financial  schedules.    An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by  man- 
agement, as  well  as  evaluating  the  overall  financial  schedule  presentation.   We 
believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  described  in  Note  1  to  the  financial  schedules,  the  center's  financial 
schedules  are  prepared  in  accordance  with  state  accounting  policy  and, 
accordingly,  are  not  intended  to  present  financial  position  and  results  of 
operations  in  conformity  with  generally  accepted  accounting  principles. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in 
all  material  respects,  the  results  of  operations  and  changes  in  fund  balances  of  the 
Great  Falls  Vocational-Technical  Center  for  the  two  years  ended  June  30,  1988 
and  1989,  in  conformity  with  the  basis  of  accounting  described  in  Note  1. 

Respectfully  submitted. 


Jmes  Gillett,  CPA 
Deputy  Legislative  Auditor 


January  31,  1990 
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GREAT  FALLS  VOCATIONAL-TECHNICAL  CENTER 

NOTES  TO  THE  FINANCIAL  SCHEDULES 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1989 

1.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

A.         Basis  of  Presentation 

The  financial  schedules  were  prepared  from  the  Statewide  Budgeting  and 
Accounting  System  (SBAS)  without  adjustments.   The  center's  accounts  are 
organized  on  the  basis  of  the  fund  structure  outlined  in  section  17-2-102,  MCA. 
The  financial  schedules  present  center  activity  from  the  following  higher  educa- 
tion funds: 

Current  Fund  -  Includes  economic  resources  expendable  for  instruction,  research, 
public  service,  and  the  allied  support  operations  and  programs.   The  financial 
activities  of  the  Current  Fund  are  subdivided  into  the  following  four  subfunds: 

Unrestricted  -  funds  for  general  operations  which  are  free  of  restrictions, 
except  those  imposed  by  the  legislature. 

Restricted  -  funds  for  financing  general  operations  for  purposes  imposed 
by  sources  external  to  the  Board  of  Regents  and  the  legislature,  such  as  the 
student  financial  aid  programs. 

Designated  -  funds  for  general  operations  which  have  been  internally 
restricted.   This  fund  is  separately  classified  in  order  to  distinguish  the 
specific  type  of  service  provided  to  various  departments  and  is  supported 
by  internal  charges  to  user  departments.   Most  activity  in  this  subfund  is 
related  to  the  center's  operations  for  the  autobody  and  watchmaking 
repairs,  seminars,  and  workshops. 

Auxiliary  -  funds  for  providing  goods  and  services  primarily  to  students, 
faculty,  or  staff  through  a  fee  charged  the  consumer  which  is  directly 
related  to,  but  does  not  necessarily  equal,  the  cost  of  the  goods  or  services 
provided.   The  revenues  are  derived  directly  from  the  auxiliary  bookstore 
and  food  service  operations. 

Endowment  Fund  -  donated  funds  where  the  donor  or  center  has  designated  initial 
contributions  as  nonexpendable  principal  and  scholarships  are  awarded  at  the 
discretion  of  a  scholarship  committee  and  in  accordance  with  any  donor  restric- 
tions.  The  Lulu  Mae  Clay  endowment  for  scholarships  is  accounted  for  in  this 
fund. 

Plant  Fund  -  accounts  for  financial  resources  allocated  for  capital  outlay  purposes 
or  to  retire  long-term  debts  associated  with  construction  or  acquisition  of  fixed 
assets.   The  center  records  financial  activity  in  the  following  two  subfunds  of  the 
Plant  Fund: 

Unexpended  Plant  -  accounts  for  unexpended  resources  from  various 
sources  to  finance  the  acquisition  of  long-lived  assets. 
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Renewal  &  Replacement  -  accounts  for  the  funds  needed  to  provide  for 
the  renewal  and  replacement  of  Plant  Fund  assets. 

B.  Basis  of  Accounting 

The  center  uses  the  accrual  basis  of  accounting.   Under  the  accrual  basis  of 
accounting,  expenses  are  recorded  when  a  valid  obligation  is  incurred,  if 
measurable.   The  following  items  are  also  considered  valid  obligations  under  state 
accounting  policy. 

If  the  appropriation  provided  funds  to  complete  a  given  project,  the  entire 
amount  of  a  contract  may  be  accrued  even  though  the  services  are 
rendered  in  fiscal  years  subsequent  to  the  fiscal  year  in  which  the 
expenditure  is  to  be  accrued. 

The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal  year  in  which  a 
purchase  order  is  issued. 

Goods  ordered  but  not  received  as  of  the  fiscal  year-end  may  be  accrued  if 
the  purchase  order  was  issued  prior  to  fiscal  year-end. 

Revenues  are  recognized  in  the  accounting  period  in  which  they  are  earned  and 
become  measurable. 

C.  Vacation  and  Sick  Leave 

Upon  termination,  qualifying  classified  and  administrative  employees  hav- 
ing unused  accumulated  vacation  and  sick  leave  are  paid  100  percent  for  vacation. 
Classified  employees  are  paid  25  percent  for  sick  leave  upon  termination. 
Teachers  and  administrators,  upon  termination,  are  paid  50  percent  for  unused 
accumulated  sick  leave  earned  prior  to  July  1,  1989,  and  25  percent  for  sick  leave 
earned  after  June  30,  1989.   The  center  recorded  a  liability  of  $102,858  for 
accumulated  employee  vacation  and  sick  leave  at  June  30,  1989.   Because  the 
vacation  and  sick  leave  liability  is  not  funded,  it  caused  the  negative  fund  balances 
in  the  Unrestricted  Subfund. 

2.  BUDGET  INFORMATION 

Budgets  for  planning  and  controlling  financial  operations  are  set  in  two 
ways  for  the  center.   The  legislature  appropriates  the  Current  Fund's  Unrestricted 
Subfund,  which  includes  money  from  the  state's  General  Fund.    Agencies  have 
one  year,  after  the  end  of  the  fiscal  year  for  which  the  General  Fund  money  was 
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appropriated,  to  charge  valid  prior  year  expenditures.   The  agency  must  then 
return  any  unspent  General  Fund  money  to  the  state  General  Fund. 

All  other  funds  are  budgeted  and  may  be  spent  contingent  upon  approval 
of  the  comprehensive  program  budget  by  the  Board  of  Regents  by  July  1st  of  each 
year.   Although  budgets  were  approved  and  input  onto  SBAS  for  fiscal  year  1987- 
88,  the  center  did  not  convert  all  of  its  revenue  and  expenditure  activity  from 
nonbudgeted  to  budgeted.  The  following  schedules  present  the  center's  fiscal  year 
1987-88  nonbudgeted  activity. 

Schedule  of  Nonbudgeted  Revenue  and  Transfers  In  By  Class  and  Fund 


Rental,  Leases,  Royalties 
Charges  for  Services 
Sale  of  Documents,  Mer- 
chandise and  property 
Investment  Earnings 
Grants,  Contracts,  Dona- 
tions, and  Abandonments 
Federal 
Miscellaneous 
Revenue  Refunds 
Other  Financing  Sources 
Total 


Unrestricted 
Subfund 


$650 


Restricted 
Subfund 


Designated 
Subfund 


$8,645 


Auxi liary 
Subfund 


$650 


2 

,015 

$149,598 

151,613 

$  (6,475) 

(6,475) 

8,915 

8,915 

214,433 

540 

214,433 
540 

(80) 

(1,614) 

(1,694) 

10,332 

10.332 

$227,205 

$11 

.120 

$147,984 

$386,959 

Schedule  of  nonbudgeted  Program  Expenditures  and  Transfers  Out  By  Program  and  Fund 


Unrestricted 

Restricted 

Designated 

Auxi 

liary 

Subfund 

Subfund 

Subfund 

Subfund 

Total 

Instruction 

$  5.977 

$  2.918 

$  8.895 

Academic  Support 

7,700 

514 

8,214 

Student  Services 

4,770 

15.741 

20,511 

Plant  Operation 

&  Maintenance 

$  957 

2,481 

3,438 

Scholarships  & 

Fel louships 

209,392 

209,392 

Auxiliary  Enterprises 

$137,447 

137,447 

GAAP  Adjustments 

544 
$1,501 

$138 

659 
.106 

1.203 

Total 

$230,320 

$19,173 

$389,100 
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Schedule  of  Nonbudgeted  Program  Expenditures  and  Transfers  Out  By  Program  and  Object 


Equipment 

Personal 

Operating 

&  Intan- 

Services 

Expenses 

gible  Assets     Grants 

Instruction 

$4,535 

$3,644 

Academic  Support 

7,700 

514 

Student  Services 

1,070 

3,159 

$16,282 

Plant  Operation 

&  Maintenance 

3,170 

268 

Scholarships  & 

Fel lowships 

894 

4,160 

$203,489 

Auxiliary  Enterprises 

11,602 

125,845 

GAAP  Adjustments 

1,203 
$30,174 

Total 

$137,590 

$16,282       $203,489 

3.           LEGISLATIVE  ACTION 

Transfers 

Out 

Total 

$     716 

$     8,895 

8,214 

20,511 

3,438 

849 

209,392 

$1,565 

137,447 

1.203 

$389,100 

The  50th  Legislature,  in  Chapter  658,  Laws  of  1987,  transferred  the 
governance  of  the  five  vocational-technical  centers  from  joint  governance  with 
the  Office  of  Public  Instruction  (OPI)  and  the  local  school  districts  to  single 
governance  under  the  Board  of  Regents  of  Higher  Education.    Provisions  of  the 
bill  allow  a  two  year  period  to  effect  the  transfer.    Directors  of  the  centers  became 
state  employees  effective  July  1,  1987,  and  the  remaining  staff  and  faculty  became 
state  employees  effective  July  1,  1989. 

4.  PROGRAM  CHANGES 

In  fiscal  year  1987-88,  the  center  reported  the  majority  of  activity  related 
to  academic  support,  student  services,  and  institutional  support  programs  in  a 
combined  support  program.   In  fiscal  year  1988-89,  the  center  reported  most 
activity  in  the  individual  programs  and  reported  no  activity  in  the  combined 
support  program.   The  Office  of  the  Commissioner  of  Higher  Education  (CHE) 
instructed  the  center  to  make  this  change. 

5.  CARL  PERKINS 

In  fiscal  years  1987-88  and  1988-89,  the  center  recorded  Carl  Perkins 
activity,  to  the  extent  of  Legislative  Appropriation,  in  the  Unrestricted  Subfund. 
The  center  reported  all  other  Carl  Perkins  activity  in  the  Restricted  Subfund.   The 
center  recorded,  in  the  Unrestricted  Subfund,  Carl  Perkins  receipts  of  $121,702  in 
fiscal  year  1987-88  as  transfers  in  and  $136,936  in  fiscal  year  1988-89  as  federal 
revenue.   The  center  recorded,  in  the  Restricted  Subfund,  Carl  Perkins  receipts  of 
$23,987  in  fiscal  year  1987-88  primarily  as  transfers  in  and  $28,350  in  fiscal  year 
1988-89  as  federal  revenue. 
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GREAT  FALLS 

VOCATIONAL  21  DO  -  1Bth  Avenue  South 

TECHNICAL  Great  Falls.  MT  59405 

CENTER  406/771-1240 


HECEiVED 

May   22,    1990  [,;/>,/  21  1990 


(;:n'if.".Mrp;sl3liyf!  Andilof 


James  Gillett 

Deputy  Legislative  Auditor 

Office  of  the  Legislative  Auditor 

Room  135,  State  Capitol 

Helena,  MT   59620 

Dear  Mr.  Gillett, 

Enclosed  are  our  responses  to  the  recommendations  made  in  the 
Financial-Compliance  Audit  for  the  two  fiscal  years  ended  June  30, 
1989,  performed  by  your  staff.  Also  included  are  the  two  copies  of 
the  draft  report  that  we  are  returning. 

I  would  like  to  extend  my  sincere  thanks  to  your  staff  involved 
with  our  audit.  They  exhibited  professionalism  and  cooperation 
with  the  Center  staff. 


Sincerely, 


Willard  R.  Weaver 
Director 


WRWtjs 
enc. 
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(Jovernoft  hy  Montnnn  Board  ol  Reyonls  ol  Higher  Ednci:)lK)n 
Accredilod  through  Northwest  Association  of  Schools  and  Colleges 


RESPONSE  TO 

THE  FINANCIAL-COMPLIANCE  AUDIT  OF 

THE  GREAT  FALLS  VOCATIONAL-TECHNICAL  CENTER 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1989 

Reconrnendation  #1   The  center  reimburse  federal  student  financial 

aid  accounts  for  over-awards  in  accordance 
with  federal  regulations. 

CENTER  REPLY:  Partial  concurrence.  Receivables  due  from  students 
shall  be  recorded  on  SBAS  prior  to  year  end,  1990. 
The  U.  S.  Department  of  Education  has  been  notified 
of  these  over-awards  via  the  State  of  Montana.  The 
center  is  awaiting  further  instructions.  In  an 
effort  to  expedite  this  issue,  a  letter  has  been 
forwarded  directly  from  the  center  to  the 
Department  of  Education  requesting  guidance  in 
resolving  the  situation.  The  center  does  not  wish 
to  act  until  a  written  statement  is  received  from 
the  Department  of  Education.  Upon  notification, 
the  center  will  comply  in  a  timely  fashion. 

Recommendation  #2   The  center  establish  procedures  to  estimate 

cash  needs  and  request  federal  funds  in 
accordance  with  federal  regulations. 

CENTER  REPLY:  Concur.  Effective  Fall  Quarter  1989  the  center 
addressed  cash  management  with  two  major  efforts: 

1.  By  utilizing  the  On-Line  Entry  &  Edit 
(OE&E)  functions  of  SBAS,  cash  requests  made 
by  the  fiscal  office  for  federal  moneys  can  be 
held  in  incomplete  status  and  then  released 
and  expended  when  said  funds  are  received  thus 
reducing  turn  around  time  significantly. 

2.  By  increasing  the  frequency  of  federal 
cash  requests  to  coincide  with  the  state 
payroll  processing  function,  smaller  amounts 
of  cash  are  requested. 

Recommendation  #3   The  center  implement  a  refund/   repayment 
policy  that  complies  with  federal  regulations. 

CENTER  REPLY:  Concur.  The  center  is  currently  in  the  process  of 
establishing  a  refund/  repayment  policy  for  over- 
payments made  to  federal  student  financial  aid 
recipients.  The  policy  will  be  completed  and 
implemented  by  August  1,  1990,  to  correspond  with 
the  beginning  of  the  Fall  1990  semester.  This 
extension  has  been  approved  by  the  U.  S.  Department 
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extension  has  been  approved  by  the  U.  S.  Department 
of  Education. 

Recommendation  #4  The  center  establish  procedures  to  segregate 
cash  receipts  functions  in  accordance  with 
state  policy. 

CENTER  REPLY:  Concur.  Effective  April  30,  1990,  the  center 
issued  and  implemented  procedures  to  adequately 
segregate  cash  receipts  functions  in  accordance 
with  state  policy.  A  refined  copy  of  the  procedure 
that  was  presented  at  the  exit  conference  is 
attached  for  your  review. 

Recommendation  #5  The  center  establish  adequate  internal 
controls  over  fixed  assets. 

CENTER  REPLY:  Concur.  Effective  fiscal  year  end  1990,  the  center 
will  implement  procedures  that  assure  adequate 
internal  controls  over  fixed  assets.  A  copy  of  the 
procedure  is  attached  for  your  review. 

Recommendation  #6a  The  center  record  Carl  Perkins  subgrant 
activity.  Pell  receivables,  and  other 
financial  activity  in  compliance  with  state 
law  and  policy. 

CENTER  REPLY:  Concur.  This  recommendation  addresses  several 
issues  which  have  been  given  individual  attention 
below. 

The  issue  of  whether  to  record  Carl  Perkins  money 
in  the  unrestricted  or  restricted  subfund  is 
expected  to  be  resolved  by  the  Office  of  the 
Commissioner  of  Higher  Education  and  the  state 
legislature  in  the  1991  legislative  session.  The 
center  will  implement  any  changes  in  accounting  as 
direct3d  by  the  Commissioner's  Office  and/or  the 
legislature  to  ensure  common  practice  amongst  all 
centers. 

With  regard  to  Pell  receivables,  the  center  will, 
beginning  in  June,  1990,  review  Pell  receivables  on 
an  annual  basis  prior  to  fiscal  year  end  and  record 
the  appropriate  entries  onto  SBAS  to  correctly 
reflect  receivables  at  year  end. 

Recommendation  #6b  The  center  revise  Pell  receivable  collection 
policies  and  turn  accounts  over  to  the  U.  S. 
Department  of  Education  after  making 
reasonable  collection  efforts. 

CENTER  REPLY:  Concur.  Policy  is  currently  being  written  that 
addresses  this  recommendation.    The  policy  will 
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follow  guidelines  set  forth  by  the  U.  S.  Department 
of  Education  and  will  be  implemented  in  June  1990 
to  coordinate  with  the  review  of  Pell  receivables 
mentioned  in  the  center's  reply  to  recommendation 

#6a. 


Recommendation  #6c 


The  center  establish  review  procedures  to 
ensure  the  center's  accounting  records  comply 
with  state  law  and  policy,  and  federal  student 
financial  aid  reports  contain  reliable 
financial  data. 


CENTER  REPLY: 


Concur.  Effective  in  September  1989  the  center 
added  another  staff  position  to  the  business 
office.  This  additional  FTE  will  allow  internal 
control  procedures  and  the  review  process  to  be 
strengthened. 

Additionally,  in  September  1989  the  center  moved 
the  student  government  activity  account  from  the 
agency  fund  to  the  designated  fund. 


Recommendation  #7 


The  center  use  federal  administrative  cost 
allowance  moneys  to  offset  the  costs  of 
administering  financial  aid  programs  to  the 
maximum  extent  possible,  in  accordance  with 
state  law. 


CENTER  REPLY: 


Concur.  Beginning  in  fiscal  year  1990  the  center 
has  been  utilizing  administrative  cost  allowance 
moneys  for  travel  expenses  to  attend  financial  aid 
workshops  and  purchase  of  software  that  enhance  the 
financial  aid  programs  offered  by  the  center. 
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PROCEDURES  FOR  VERIFICATION  OF  FIXED  ASSETS 

The  center  is  custodian  for  a  large  number  of  assets  that  are 
present  within  the  confines  of  the  building.  These  assets  can  be 
categorized  into  the  following  major  categories: 

Autobody  Repair/Refinishing 

Business  Occupations 

Commercial  Cook/Food  Management 

Health  Occupations 

Watchmaking/Jewelry  Repair 

Administration 

Bookstore 

Janitorial/Grounds  Maintenance 

Media  Center 

To  adequately  safeguard  these  assets  and  assure  the  integrity  of 
the  Property  Accountability  Management  System  (PAMS)  the  following 
procedures  shall  be  followed: 

1.  Members  of  the  administrative  staff,  as  assigned  by  the 
fiscal  officer,  shall  accompany  the  individual  (typically  an 
instructor  or  department  head)  who  is  responsible  for  a  given 
area  as  mentioned  above  to  assist  in  the  inventory  taking 
process.  The  administrative  staff  member  will  utilize  the 
PAMS  listing  to  verify  descriptions,  identification  numbers, 
locations,  counts,  and  to  note  exceptions  for  further 
verification. 

Since  the  administrative  staff  does  not  have  sufficient 
personnel  to  assist  in  the  inventory  process  for  all  the 
aforementioned  areas  every  year,  the  fiscal  officer  will 
select  which  areas  will  be  verified  in  this  manner  for  a  given 
fiscal  year.  This  method  shall  be  used  to  cover  all  areas 
over  a  biennium. 

2.  For  areas  not  selected  in  procedure  #1,  the  Business 
office  shall  perform  one  of  the  following  tests: 

a.  Randomly  select  ten  (10)  items  listed  on  the  PAMS 
report  and  trace  back  to  the  physical  location  for 
verification  of  description,  identification  numbers, 
locations,  counts,  and  note  exceptions  for  further 
verification. 

b.  Randomly  select  ten  (10)  items  physically  located  in 
a  given  area  of  the  building  and  trace  back  to  the  PAMS 
listing  for  verification  of  description,  identification 
numbers,  locations,  counts,  and  note  exceptions  for 
further  verification. 

Exceptions  noted  shall  be  addressed  on  a  case-by-case  basis. 
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PROCEDURES  FOR  RECEIVING  AND  DEPOSITING  CASH 

The  center  collects  cash  and  negotiable  instruments  on  a  daily 
basis  through  the  following  major  areas: 

Collection   of   tuition   and   fees   from   the   student 
population. 

Proceeds  from  sales  in  the  Bookstore. 

Proceeds  from  sales  in  the  Cafeteria. 

To  ensure  adequate  controls  over  cash  from  receipt  to  deposit,  the 
following  procedures  shall  be  followed: 

1.  Negotiable  instruments  shall  be  restrictively  endorsed 
immediately  upon  receipt. 

2.  Moneys  collected  by  the  Office  Manager  (typically  in  the 
form  of  tuition  and  fees) and  the  respective  receipts 
issued  shall  be  given  to  the  Accounting  Technician  to 
ensure  that  all  moneys  received  have  been  receipted. 
This  money  is  then  forwarded  to  the  Accounting 
Specialist. 

3.  Moneys  received  in  the  mail  shall  be  opened  by  the 
Accounting  Technician.  The  money  is  then  receipted  and 
forwarded  to  the  Accounting  Specialist. 

4.  Upon  closing  of  business  each  day,  the  cafeteria  and 
bookstore  personnel  will  total  cash  register  tapes  and 
forward  tapes  and  tills  to  the  Accounting  Specialist. 

5.  Upon  receipt  of  tapes  and  tills  from  the  bookstore  and 
cafeteria  personnel,  the  Accounting  Specialist  shall 
count  tills  and  verify  to  tapes,  noting  any  overage  and 
shortage  in  daily  cash  journals. 

6.  The  Accounting  Specialist  shall  then  combine  all  moneys 
and  prepare  bank  deposit.  The  deposit  shall  be  forwarded 
to  the  Accounting  Technician  for  delivery  to  the  bank. 

7.  Upon  receipt  of  the  completed  deposit,  the  Accounting 
Technician  shall  deliver  the  deposit  to  the  bank.  Upon 
receipt  of  the  deposit  slip  from  bank,  the  Accounting 
Technician  shall  forward  it  to  the  Accounting  Specialist 
for  attachment  to  the  Collection  Report. 

8.  The  Accounting  Specialist  shall  then  prepare  the 
Collection  Report  (Form  241)  for  recording  onto  SBAS  and 
staple  deposit  slip  to  Collection  Report,  verifying  each 
balance  to  the  other. 

9.  The  Director  or  Fiscal  Officer  shall,  on  a  random  basis, 
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verify  receipts  by  reviewing  collection  reports  and 
deposit  slips  for  accuracy. 

10.  The  Fiscal  Officer  shall  prepare  the  bank  reconciliation 
on  a  monthly  basis  with  review  by  the  Accounting 
Technician. 
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